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Health insurance structure
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k 1 — Copayment Payment Provider

The Insured (Medlcal Care Institution)



Introduction of

Health Insurance Fee System

*Providers are paid for each healthcare service performed, and patients are charged depending
on the price and volume of the services by the healthcare providers

*FFS has been the main payment system since the launch of national health insurance in 1977

Bundle Fee Schedul

(B

* DRG
(1 7 disease groups (@ New DRG-based payment system (pilot system)

* 7disesase groups(Cataract surgery, Tonsillectomy and Adenoidectomy, Appendectomy,
Hernia surgery, Hemorrhoidectomy, Hysterectomy, Cesarean section)

* Per diem (ex. convalescent hospital and hospice)

* Per visit (ex. psychiatric department and dialysis)



Fee-for-Service Benefit Structure

?j) Procedures

List of Services Covered and
Uncovered by NHI

Drugs Medical Supplies
List of Covered and Uncovered List of Covered and Uncovered
Drugs and Ceiling Price of Medical Supplies and Ceiling Price of

Covered Drugs Covered Supplies



Calculation of Fee-for-Service Price

Fee-for- — Relative Value ® Conversion % 1 + Add-on
Service Points Index Rate

/ \ L Price Per Type of
Point .
Relative Value Paiieerr\:*chege
of the Medical :
Service Time
Medical
Specialty

& 4




Calculation of Fee-for-Service Price

Relative Value Points

Components of Relative Value Points

PR \Vorkioad SRR Modioal Expenses Y Risk Lovol 2
De ®&

Physician Services: Medical Personnel Medical Supplies Medical Devices

N RN ) s

Compensation for personnel _ _
Compensation for the time and effort of (specialists, nurses, medical technicians, etc.), Medical malpractice
medical professionals (doctors, pharmacists). supplies, and equipment used in medical care. Dispute Resolution Costs

Medical Dispute




Calculation of Fee-for-Service Price

¥ Relative Value Points

(Example) Relative value points for a single-occupancy general isolation room admission fee

AK100 Tertiary general hospital 4,151.86

AK200 General hospital 3,196.31
A_1O . . . . .o . . . .

AK300 Hospital, psychiatric hospital, dental clinic, medical and dental departments within Korean 270233

medicine hospitals

AK400 Medical clinics, dental clinics, medical and dental departments within public health and

medical center 1,791.74

(Example) Total gastrectomy

Q2533 Abdominal approach - including lymph node dissection 26,910.47
Q2536 Abdominal approach - not including lymph node dissection 19,846.44
e Q2534 Thoracoabdominal approach - including lymph node dissection 30,573.58
Q2537 Thoracoabdominal approach- not including lymph node dissection 24,805.65



Calculation of Fee-for-Service Price

¥ Conversion Index

Representative of
NHIS Contract the medical community

Clinic

Hospital
Dentistry

Korean medicine

Pharmacy

Public health care

® Conversion Index in 2025 (Unit Price per Relative Value Points by Type of Medical Care Institution)

94.1 KRW 82.2 KRW 99.1 KRW 102.4 KRW 102.1 KRW 96.0 KRW
(USD 0.07$) (USD 0.06$)  (USD 0.07%) (USD 0.07$) (USD 0.07%$) (USD 0.07$)
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Calculation of Fee-for-Service Price

Additional Rate by Facility Type

To ensure that medical institutions can fulfill their
roles and functions according to their type,
an additional support rate is applied

(Additional Rate by Facility Type)
= Tertiary Hospitals: 15%

= General Hospitals: 10%

= Hospitals: 5%

= Clinics: 0%

11



Calculation of Fee-for-Service Price

¥ (Example) Medical Care Benefit Cost Calculation

Wound Dressing — Simple Dressing

MO111 Wound Dressing - Simple Dressing 75.51

- Medical Consultation at Clinics
(Relative Value Points) 75.51 X (Conversion Index) 94.1 KRW(USD 0.07$) X (Add-on Per Specialty) 1.0

= 7,110 KRW(USD 4.989%)
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Copayment

Patient Copayment rate

The percentage of total medical expenses that must be paid directly by the patient

C

-~

"

Inpatient ) ( Outpatient
Clinics 30%
Hospitals 40%
20%

/

N

General Hospitals 50%
Tertiary General Hospitals 60%

A,

J

- Infants Under 2 Years Of age : Exemption , Serious Disease : 5% , Rare Disease : 10 %
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Procedure of Listing Medical Care Benefitsniis -

Procedure for Listing Health Insurance Coverage

1. Evaluation of New Medical Technology (Safety and Effectiveness)
—> 2. Application for Decision
- 3. Expert Review Committee (Economic Feasibility and Suitability for Coverage Evaluation)
— 4. Health Insurance Policy Review Committee

- 5. Announcement by the Ministry of Health and Welfare

Report to the Announcemen

Safety and Health Insurance
. . . . .. t by the
Effectiveness Application for 0 Practical o Expert Review o Ministry of Sl et Ministry of
decision Review Committee Health and Committ Health and
(250 days) Welfare SIINIEES Welfare

100 days
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Criteria of Non-Benefit

Standards of Non-benefit

Does not cause difficulties in daily life
@ Not intended to improve essential health functions

In case of DRG inpatient services, uncovered services are notified by the Minister of Health and Welfare
@ Not intended to treat injuries and diseases

Cases such as selective treatment and upgraded wards that may not be recognized under benefit criteria
@ Not in accord with policies or principles of benefit provision under NHI

Drugs outside of the permitted benefit scope

15
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Perspectives on Costing

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

The hospital's perspective
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Determining Precision

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

Must decide how accurately (precisely) the cost will be estimated

High A

Estimate the components of resource usage
(diagnostic tests, medications etc.)
and calculate the unit cost for each.

Present the costs by case type, hospital, and patient, taking the length
of hospital stay into account.

Precision is influenced by the level of detail in determining the types of
cases.

: \Ga@ix group

Present the average daily cost for each disease category.
The categorization of individual diseases is quite extensive (e.g. orthopedic
surgery).

W;e;r diem or
Low ¥ daily“cost

Present the average daily cost for patients in all categories.
Can be utilized in most health care systems.

18



Medical Providers’ Inpatient Services niis:

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

° Reception ° Waiting eiim Treatment

S (Emergency) \II\ W (Emergency) \Il“ W (Emergency) >

{ Visit date HPahsntdassnﬁmmﬂ o'g:;;_:ﬂ“:n Waiting time { Visit time H Fee code HBeneﬁtappliwbility} .% . . .
Receipt time Deogzsurtn;hr‘;for { Unit cost H Quantity H Amount } 1" ) OSpIta|IzatI0n

{ Visit time H Fee code HBeneﬁtappIicdniity}

Payment % % [ Unit cost H Quantity H Amount }
(Hospitalization) Surgery Anesthesia

Visit time H Fee code HBeneﬁtappliabiity} Visit time H Fee code HBeneﬁtapplwblny}
[ Unit cost H Quantity H Amount } { Unit cost H Quantity H Amount }

Provider code

Patient Discharge Patient Insurance Benefit
number date classification classification applicability

(Mishosia) (000 ) (821001-1) (211218 ) (211220 ) (CEmemeoney) (reat® ) (“10:00 ) (1010 ) (ER ) (- ) ((vi3i0 ) (apolcale) (56920 ) (1 ) ({56920 )
(wishosia) (000 ) (821001-1) (211218 ) (211220 ) (bosprazaton) (o2 ) (" 10:00 ) (T 10:10 ) (Orthopedics) (Ward61) ((A0240 ) (‘applcale) (78710 ) (1 ) ({78710 )
(wshosia) (000 ) (821001-1) (211218 ) (211220 ) (rospivizmion) (ircemmy ) (( 10:00 ) (C10:10 ) (Ontnopedics) (Ward61) (“Acaz1 ) (‘appicable) (1970 ) (_
(wishosia) (000 ) (821001-1) (211218 ) (211220 ) (Hospisketon) (,Heah ) (" 10:00 ) (T 10:10 ) (Onhopedics) (Ward61) ((Au222 ) (Appicable) (9200 ) (
(wishosia) (000 ) (821001-1) (211218 ) (211220 ) (hespivtaion) (e ) (" 10:00 ) (_10:10 ) (Ontopedics) (Ward61) ((Au302 ) (‘appicable) (880 ) (_
(Mishosia) (000 ) (821001-1) (211218 ) (211220 ) (hosptazsion) (e ) (" 10:00 ) (T 10:10 ) (Onhopedcs) (Warde1) ((Au403 ) (‘appicable) (260 ) (_
(wishosia) (000 ) (821001-1) (211218 ) (211220 ) (poopidizion) (rea®™ ) (" 10:00 ) ((10:10 ) (Ortopedics) (Ward61) (L1213 ) (75000 ) (
(wshosia) (000 ) (821001-1) (211218 ) (211220 ) (Hospisicaion) (", Hea™ ) (" 10:00 ) (" 10:10 ) (Onhopedics) (Ward61) ((N2470 ) (‘appicable) (571.940) (_
(wishosia) (000 ) (821001-1) (211218 ) (211220 ) (pospiaeaion) (e ) (" 10:00 ) (_10:10 ) (Orthopedics) (Ward61) (" 41030 ) (Appicable) (20 ) (
(wishosia) (000 ) (821001-1) (211218 ) (211220 ) (pocpidizaion) (e ) (" 10:00 ) (_10:10 ) (Ortopedics) (Ward61) (" 1600 ) (10 ) (

Resident no.  Visit date

Receipt time  Visittime Department Ward Fee code

Unit cost Quantity Amount

N N N N N N - N
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Utilizations of Medical Service

Resource Allocation

Medical Expense Analysis Team, Department of Benefits Management, NHIS & @ Labor costs @ Material costs @) Depreciation @) Admin costs

Building

.. Outpatient
X8 2
P Visit N waiting >
i Patic V|S|t date TE::E Treatment
m registration no @Z‘Se“_ﬂ m (Outpatient)
{Visit time H Fee code } :“
o Radiology o Diagnostic [ Unit cost H Quantity } Amount
) exams . L) tests ¢

[ Visit time } [ Fee code }

[ Visit time H Fee code } apolicabilit
[ Unit cost H Quantity }

€ | Unitcost H Quantity } " Amount.

{Visit time H Fee code }
[ Unit cost H Quantity }

®: 11 Anesthesia % Surgery S5EE Payment
| Visit time | Fee code | Jene Sene » (

applicability Visit time } [ Fee code }
{ Unit cost H Quantity }

Unit cost H Quantity }

{VlSlt time H Fee code }
Unit cost H Quantity }

Amount

; ;1 i PaymenPayment
ystem, Space

Support for
social activities . : 20




Calculation and Analysis methods

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

After calculating the ‘Cost per unit’ base on the ‘Total cost’ of medical institutions by distributing it
to medical activities, calculate the averge cost of various combinations such as Institution x
Medical department x Disease Model.

@/~Service weight @
Costing per

Data Collection and Validation . r
(26 earnings, costs, and statistical tables) SerV|ce—PrOV|d|ng Department

Costing per Service

Medical « Labor cost: Pay stubs Step 1 I I I
[ Provider . - o
. « Supplies cost: Issue i R 21 80 681 3 i ] 81§ 8
$ —— department 5.2 8 £ FEETREE-
« Depreciation: Medical © [ g < _ Gl a I 5
O JHHE ey | £ ¢
* Admin cost: Income _
— DCS statement I I I
Analysis
Average initial consultation fee @ _ a
based on the number of beds Data Aggregation
Average cost (Unit: KRW) Hospital Beds Fee Department No-Of Totalearnings Total costs
43,000 41.799 41118 J services (KRW) (KRW)
42,000 .\" 817  AAI56 Pediatrics 10,161 181736460 624747842
41,000 39,616
‘ Internal
40,000 \. oo 3761 659 AATS6 T 57,677 1004896364 1809546515
:g \./Q\‘ 37,198 37,087 623 AAIS6 Neurology 7,520  12BMIG0 227900474 -
37,000 *—O 466 AA156  Surgery 1,815 31300580 170606597 -
36,000 241 AA156  Ob/gyn 1,460 24,950,240 57,79%445 -

36,000 Number of beds(Unit: beds) i= fees incurred

um (i=1,-,4600)
100 200 300 400 500 600 700 800
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List of Collected Tables

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

NHIS collects 30 related tables, including revenue, expenses, status, and statistic, in spreadsheets
Format to analyze the cost structure of healthcare services..

Earnings Records(6) Cost Records(4)

Earnings breakdown by fee / DCM_EXT_CONT_30
Earnings breakdown by patient / DCM_EXT_BASE_20
Discount statement/ DCM_EXT_PATIENT_DISCOUNT
Reduction statement / DCM_EXT_REDUCTION
Subsidy status / DCM_EXT_EXT_SUBSIDY

Income statement / DCM_EXT_PL

Labor cost / DCM_EXT_PAYROLL_LEDGER

Goods issue statement / DCM_EXT_MATERIAL_LEDGER
Depreciation / DCM_EXT_DEPRECIATION_COST
Accounting document / DCM_EXT_GENERAL_LEDGER

Status Records (7) Statistics Records(6)

/ DCM_EXT_DEPARTMENT_DCT
/ DCM_EXT_HEALTH_PROMOTION
/ DCM_EXT_WARD
/ DCM_EXT_MAJOR_ASSETS
/ DCM_EXT_DEPARTMENT

/ DCM_EXT_SUGA_CODE
/ DCSDC_CODE_MAPPING_VERIFY Patient data by insurance type / DCM_EXT_INSURANCE_PATIENT

Department statistics / DCM_EXT_DRIVER_DATA
Outpatient statistics / DCM_EXT_OUT_PATIENT
Inpatients statistics / DCM_EXT_IN_PATIENT
Surgical hours statistics / DCM_EXT_OP_PATIENT
DRG patient data/ DCM_EXT_AN_PATIENT

22
+ Secondary data (7)



Verification System

Medical Expense Analysis Team, Department Qf Benefits Managerﬁent, NHIS™S

* Identify continuity and anomalies in cost information

/

' Verification of data format and

. . . . . HOSPITAL_ID Servi ider cod
using regression analysis, time series analysis, etc. omission detection Service provider code || >
PATIENT_NO ] e
o . . Patient registration Patient re_gls_tratlon no.
Statistical estimation T ’_:>
Cost eSS Verity 13 digits
- (Gordovaseul Poncaoind.
ar res erTTTetoreSTeeTT:
600,000,0000 _‘.' ANR% nurse, health V\_/orker,
500,000,000.0 | Standardized job | .... 'Qﬁ|the
) ACQUISITION_YYYYM Idehtty STorS i the
Sasiane e \V/ |'d ti M of thé BEaEjalon year &
3000000000 » allgation Acquisition year & date S
[ L
2000000000
e 2 .
b ¢ . A
1000000000 ol T Remove logical DEPT_CODE
.v..oﬂ . . Service—providing
00 J'\. Sta-tIStI¢a| errors: |dentlfy department code
stoatoaop T OO0 1000000000 15000004000 200000000 estimation . missing values an(| surccon_cope
000,000, Supplies cost Loglcal flnd SOIUtionS Surgeon code ings breaks
. 1 _TIM_E surgical hours exceed
a . . \ Verlflcatlon Check-in-check-out Vhgifptélitimstshestite
° Assess data quality by comparing statistical time-(minutes) AR
e e . . . TOT_REVENUE
distributions (by hospital, service—providing Total earnings
department, and fee) FIXED_ASSET_CODE
Fixed asset code
Statistical verification
Outher /e Identify Qutlier Detection

/ D3
> A ~
Eon- | \ == Internal
§ [ { || medicin
° / \ | \ Pediatri
/ \ | SRirger
/
0.02 A Y
=
0.00- = e

detection

longitudinal and
latitudinal outliers
and suggest
solutions

OOutIier

Outlier
gen-
o
10- |
Others Inte_'rr!al Pediatric Sur;gery
medicine 103 s




Standardization of

N H IS National Health
Insurance Service

(Example)

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

Department switches

Labor Cost Redefinition of Changes in Svstern ID
q q m
Extraction occupation occupation & YS e_
Removal of account ition Conversion load
Addition of months of pos
employment
DCM_EXT_PAYROLL_LEDGER PRIME_EXT_WORKING_PLACE PROD_WORKING_PLACE EMP_POSITION
Excel Data Converted Data 2
Year |Hospital | Month | Staff no. | Department |Occupation Position Account Amount Year |Hospital Name Staff no. dﬁirgr?]eednt Dm\zftkof Occupation Position Enter value Y
2005 | A 1| e03az | N9y | Nuse | Level5 | Salary | 4000000 | [ 2015 | A | wisosz | aisoas | Ggheral | General | nyge | reing” Y
Department switch Redefine position  Remove account
Converted Data 1 Add months of employment System Load
Year |Hospital | Month | Staff no. | Department |Occupation| Position emgmat Amount Year Staff no. dﬁ;lrg;ee?\t D::znmof Occupation Position
2005 | A 1| 180342 | Generalward | Nurse | UrSe. 1 4,000,000 15 2634 4076 4076 103 110
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Execution Department Calculation Logic

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

-

Resource Activity

3. Convert activity costs (RTA) 5. Allocate activity costs
to cost object
(ATC)

4. Allocate supporting activities
1. Settle oom mon costs (RTR) : (ATA)

2. Directly allocate to cost object (RTC)

Cost object

Co
(Service—providing
department)

ETC

25



Diagram of

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

By using execution and account-based costs, perform fee cost calculations

To derive the major costs by account

Generate : .
. osts per service—providing department (department/account/cos
primary data Cost ding department (department/ t/cost)
( . . : .
Adjustment of cost object (Removal of non—medical project, etc.)
Direct department Indirect department Prescnp’gggtsupplles
Define base < Logic for each service—providing
: \Y - \%
codes Standard logic for each account department's account
_ 0 c § _ ® c §, Reimbursable
= _ 5 g c = _ 5 g c . . . ial
5 2 | 8| 82| = o S o SE| 82| & o Allocation criteria of material costs
> 2 3 £ 2| 52| ¢ 5 » 8 3 £ 2| 52| ¢ o indirect department
o P ol =
Define costing & 8| & | 2 &l 8 & £
method < © © ateral
. . . . . . . . aterial Tee
1 L Allocation criteria Fee mapping Allocation criteria Fee mapping
Fee—-based Average fee cost of service- A ‘
providing department verage ree cost

costing
E.g. Initial/recurring consultation WE.Q. Intravenous drip

Fee cost




Calculation Result

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

» Rib fracture reduction (closed pinning)

DRG  EDI . Sub- | No.of
Code Code | 1YPe (Chepter  Section section | Patlents eamings | Total Faborcost Suppies Depreciatio , , .
(B) Clinical cost n
Suosl Do Nases pOree  Ober
3

Chapter 1. Treatment and

E64200 NO531 Surgery Muscillosk 39 3,956,362 7,016,326 5,889,730 4,372,317 814,317 71,841 631,255 201,997 1,520 923,079

9 surgery fee

eletal
PerEDlcodeunit 101,445 179,906 151,019 112111 20880 1842 16,186 5179 39 23669
DRG, EDI codes 6 types Chapter, section, Patient number
(Primary consultation, imaging, specimen, SUb_SeCtion

surgery, treatment, function)

Per benefit
cost

Per fee . Per patient
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Multidimensional System niis-

Medical Expense Analysis Team, Department of Benefits Management, NHIS &

R
(All-Level Multidimension Information Costing System)

payment system
Fee chan
monitoring

onversion index

decision
Daily flat-rate Relative value Sharing co
fee revision information
Or ; ) Fee support f_or
— nenta\ Feefor service essential medical
oo0l hy P
11 & \’rgrffl

........ o
AS-IS

Revise relative values, produce
the evidence for cost-based
fees, and provide support for

future payment system

abesn 1s0)

@ P\ga

For all types and practices: medical, dental, oriental medicine, pharmacy Rapid response to various demands from stakeholders
Qualitative & quantitative expansion Simultaneous simulation by building modeling tables if possible 28
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